Internal Revenue Service Department of the Treasury

Disteiet 1100 Comperce St., Dullas, Tems 75202
Birector

faployer 1demtification hupber:
!.HOI 10 guct:

Dear Sir or Madma:

We Lave conaidered your application for recignition of exemption from
Federal income tax under section 5Cl/ . 1/7) of the Internal Revenue (ode.

The information yubmitted indicates “hat you were incorporated on -

I - wnder the non-profit laws of the astate of Your purposes as set
forth in your Articles of Incorporation are as follows: The purroses for which
the corporaticon 13 organized i3 to provide recreation for its members, to
promote soclal contacta among its members. and to provide for them the
cenvenience of a c¢lub houae.

Your club rules atate that the hunta during the white wing season will be
determined at the annual meeting. Each member will be allocated | hunta.
additional hunta .r changes. a member who deaires such shall first make a
reservasion with the president’s secretary. [f the desired date has already
beer. reserved, he may request the member holding the reservation to include him
in nis party. Mutually satisfactory arrangements can ve made so long as the
number in the hunting party does not exceed the maximum.

For

Any infringemens or intrusion by a member at the cjubhouse or on any of the
adjacent hunting areas (or any other ranches used as hunting areaa) are grounds
for atrong reprimand and/or e miis.cn from membership., and will be enforced.
Any member who reuserves the ranch for a hunting date is entitied to the
ex..udive use of the ranch a8 wel. as the regularly hunted adjacent areas.

The facilities *hat you use for your hunting trips are located in _
and they are leascd from individuals located in .



-

7-a nave sontracted with an individual in [Jj to provide zil the aervices
wnd supplies you need for your hunting trips. Your memrers must reserve the
facilities in advance for their trips. They must notify this individual of

the Lrip dates. nuaber of guests. the wamount of food, liquor and ammunition the
weed. in advance. He will get the needed supplies and the help to conduct the
hunts and take care of the member and their guests. The member is required to
ray this individual for all the services provided by him and his employees.

information submitted indicates that there were . hunting trips taken over a
vear period. Only I times during this period did a member take l or fewer

guests with him. This information alse shows that only [J] members. that both
wve in R iave used your facilities together on their trips during
tre- L years. On ali the other trips, a single wember has taken anywhere from

B - glests. TYou. except for several trips in the past l years, have not
-+ the 3 guests per member limit or the 75 percent limitations stated in
Re-vermie: Dyrocedure 71-17. Thele member- guest limits are very relevant in
deemining quacification fLr exemption.

AoLetter samlitted oy an officer statea that he and anotner mwemner, his -
L ver, Jraegientiy meet for lunch.  They often discuss cliub business at lunch.
YD Weets With arother member who is his dentist and they also discuss club
vorlsities. Theos meetings do not conatitute commingling necause they are made
S0 WUUR e oated or per8onal purpoeses, and are only incidentally related to your

Yoo ifeiloate that yvoa hold only one annual business meeting for ali members, and
thedr Tamlilies, 7o liowed by recreaticnal activities. You stated that was the
Sy ouch mes=ting of all awembers. Trhe application and replies to our letters do
. ShoW any other joint activities Ty members for recreational purposes, that L
WLt oernst it e ceamingsing. Phone calia. facsimlics and ietters are not
z.07001ent e tenatitute commingling. The contract and other arrangements
subasiti g with your application woriid indioate that all work at the facilities
e oo Yy the ontractor and his employees.
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oo 5000 v T, of tue Internal Revenus Code provides exemption for:

Ceews wrpanine1 for pleasure. recreation and other nonprofitable purposes,

atrstant o:liv o« L of the activities of which are for such purposes and no . ¢
vart of Che et eartangs of whoohoinares 1o the bene”it of any private
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rhevenue Ruling 70-32, C.B. 1470-1, 132 describes a flying club providing
cconomical flying facilities for its members, but having no organized social
and recreational programs. The club was c-ganized to own and operate aircraft
for business or personal uze by its members and provide economical flying
facilities for its members. There is little commingling among members for

social or recreational purposes. It was held that this cli') does not qualify
for exemption under section 301(e)(7).

In contrast, Revenue Ruling 74-30, C.B. 1974-1,137 describes a flying club that
provides flying privileges solely for its members interested in flying as

a nobby, constantly commingle in informal meetings, maintair and repair the
aircraft and fly together in small groups. There is no paid staff or

management. Members do the work required to maintain the aircraft. Accord-
ingly, this club qualifies for exemption.

Revenue Procedure 71-17. C.B. 1371-1,683 describes the records required when
nonmembers use a <lub’s facilitizs and the circumstances under which a host-

; 125t relationsnip wil. ne nasuped, which is relevant for purposes of deter-
nining adherence to exemption requirements. Where a club makes its facilities
aviilable to tne genera. public o a substantial degree, the club is not
orated excliuasiveliy for pieasure, recreation, or other not for profit

LR35,

woere a group of eight or rfewer individuals., at least one of whom is a member.
uses cilub facilities. it will be assumed that the nonmembers are the guests of
tr.e member, provided payment i3 received by the club directly from the member.
Where 79 percent or mere of a grcup using club facilities are members, 1c¢ will
iikewige be assumed that the nonmembers in the group are guests of members.
jroevided payment for such use is received by the club directly from one or more
¢ the members.

Fevenue Ruling 69-635, J.B. 1969-2,126 describes an automobile club whose
reincipal activity i3 rencering automobile service to its members, but has no
significant social activiti=s. Because rendering services to its members is
the principal activity and there i3 no significant commingling of its members.
L3 organization doez not gqualily fcor exemption. In order to qualify for
srenption under aeotion H501(0)(7) of the Code, a commingling of members must
noay a4 material part Lo the activities of the organization.

Yo ooperate in a manner very similar te the club deacribed in Revenue Ruling
T2, Yeu ure providing a4 hunting lodge for your members and their queats to

i o oan economical basis. The facilities can be used only after a member
1Al 3 aAanned rescrvations Wwith the operators in . Except for your annual
3. aeeting. Sollowed by recreational activitiea., there is almost no other

rrocnedlang by At oupe b getwers for gicial purposes.
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nlike the club described in Revenue ruling 74-30, your members do riot have
constant person to person association for recreational purpos 0 share work
on the club facilities. In fact, your facilities, located in , are

leaged. All the work. food, supplies, guides. household helil itc. are provided

through an arrangement made with an individual located in

Like the club deascribed in Kevenue Ruling 63-635, your primary purpose is to
provide a service to members: in the form of a hunting lodge. The use of this
lndge i3 actually provided in a manner cimilar to a time-share arrangement.

turthermore, in order to qualify for exemption under section 501(¢c)(7) of the

Code, a commingling of members must play a material part in the activities of
the organization.

Therefore, we conclude that you do not meet the requirements for exemption

oder gection 501(e)X(7) of the Code  Accordingly. you are required to file
Soem 1120,

Y oyou do not agree Wwith theac conc.usiona. you may, within 30 dess from tae
i1t of this letter, file 1n duplicate a brief of the fucts., law. and argument
tnat olearly seta forth vour poaition. If you desire an oral discusaion of the

c.eve, please indicate this in your protest. The enclosed Publication 837 givea
aatructoona for fillng a protest.

9 you o not file a proteat with this office within 30 days of the date of this
report or letter, thia proposed determination will become final.

Loy agree with these conclusions or do not wish to file a written protest,
i.eeade xign and return Form 8018 in the enclosed self-addressed envelope aa szoon

possihe.

“Yovonn have any further gquestions. pleasde contact the person whose name and
s lephone rumber are shown at the becinning of this letter.

Jincerely,

District Director
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